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Introduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn't just about
memorization, it's about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you're preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You'll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it's correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It's ideal for learners who want to:

* Practice answering questions under realistic conditions,
* Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

* Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn't about getting every question right the first
time, it's about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let's begin.
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How to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here's how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 — 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don't just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There's no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions




1. What subcategory of business floaters reimburses insured for amounts
owed from uncollectible customer debts?

A. Property floater

B. Accounts receivable floater
C. General liability floater

D. Business interruption floater

2. What does the term "claims-made” policy mean?
A. A policy that covers only past claims
B. A policy that covers claims regardless of when they occurred
C. A policy providing coverage only for claims made during the policy period
D. A policy that is unlimited in duration

3. Which of the following coverages is NOT typically included in a Commercial
Package Policy (CPP)?

A. General Liability Insurance
B. Ocean Marine Insurance
C. Property Insurance

D. Workers' Compensation

4. Which symbol represents hired autos?
A. Symbol 8
B. Symbol 9
C. Symbol 7
D. Symbol 10

5. Who is responsible for paying workers' compensation premiums?
A. Employees
B. Employer
C. Insurers
D. State government
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6. How does the coverage differ between named insured and additional
insured?

A. Named insureds have no coverage; additional insureds have full coverage

B. Named insureds hold the main policy; additional insureds only have basic
rights

C. Named insureds can transfer the policy; additional insured cannot
D. There is no difference in coverage between them

7. Pure risk in insurance refers to what?
A. Possibility of gain or loss
B. Only the chance of loss
C. Guaranteed outcome of insurance claims
D. Potential for policy cancellation

8. What is a common limitation that additional insureds face?
A. They cannot file a claim
B. They receive less comprehensive coverage
C. They cannot be named as defendants in lawsuits
D. They must prove loss to gain coverage

9. Which practice is considered defamation in the context of insurance?
A. Filing an insurance claim
B. Disclosing client information
C. Spreading false information about another party
D. Providing premium reports

10. How long must an original invoice be retained by an insurance company?
A. 3 years
B. 5 years
C. 7 years
D. 10 years
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Explanations




1. What subcategory of business floaters reimburses insured for amounts
owed from uncollectible customer debts?

A. Property floater
B. Accounts receivable floater

C. General liability floater
D. Business interruption floater

The accounts receivable floater is specifically designed to reimburse businesses for amounts owed to them from
customers whose debts become uncollectible. This type of insurance is crucial for companies that extend credit
to customers because it protects their cash flow by providing funds when customers default on payments. The
purpose of the accounts receivable floater is to cover losses incurred due to the inability to collect outstanding
invoices, which can significantly impact the financial stability of a business. This policy enhances the
management of accounts receivable and mitigates the financial risk associated with customer defaults. In
contrast, a property floater typically covers physical property loss or damage, while a general liability floater
pertains to liability claims arising from business operations. The business interruption floater, on the other hand,
covers lost income due to a suspension of business operations rather than uncollectible debts. Each of these
other types of floaters serves a different purpose and does not address the specific need for protection against
uncollectible customer debts as effectively as the accounts receivable floater does.

2. What does the term "claims-made” policy mean?
A. A policy that covers only past claims
B. A policy that covers claims regardless of when they occurred
C. A policy providing coverage only for claims made during the policy period

D. A policy that is unlimited in duration

A "claims-made” policy is specifically designed to provide coverage for claims that are made during the policy
period, regardless of when the incident actually occurred that led to the claim. This means that in order for a
claim to be covered, it must be reported to the insurer while the policy is active. This type of policy is important
for environments where claims may arise long after the event that caused them, such as in professional liability
insurance. For example, if a professional provides a service and a client later alleges negligence, the claim must
be presented while the relevant claims-made policy is still in force for the insurance to respond. Understanding
this mechanism is crucial because it differentiates claims-made policies from occurrence policies, which cover
claims based on the timing of the incident itself rather than when the claim is made. This distinction aids insured
parties in understanding their coverage needs and the timing associated with their insurance products.
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3. Which of the following coverages is NOT typically included in a Commercial
Package Policy (CPP)?

A. General Liability Insurance

B. Ocean Marine Insurance

C. Property Insurance
D. Workers' Compensation

A Commercial Package Policy (CPP) is designed to provide businesses with multiple types of insurance
coverage in a single policy. This flexibility allows businesses to tailor their coverage to meet specific risks.
Within a CPP, you will often find essential coverages such as General Liability Insurance, Property Insurance, and
Workers' Compensation, which are critical for most businesses. Ocean Marine Insurance, however, is a
specialized form of insurance that covers the transportation of goods over water and is typically not included in
a standard CPP. Ocean Marine Insurance is separate because it addresses unique risks associated with
maritime commerce and shipping, which are distinct from the other types of coverage offered within a CPP that
is more focused on terrestrial business operations. Understanding this distinction helps clarify why Ocean
Marine Insurance is not typically part of a Commercial Package Policy, while the other options represent
standard coverages that a business may need and thus are included in a CPP.

4. Which symbol represents hired autos?

A. Symbol 8
B. Symbol 9

C. Symbol 7
D. Symbol 10

The symbol that represents hired autos is Symbol 8. This symbol is specifically used within the context of
commercial auto insurance to designate vehicles that are rented or hired by the insured for their business
operations. Hired autos include vehicles that the insured does not own but has acquired the use of for a limited
duration, such as rental cars or vehicles used for temporary assignments. Understanding this symbol is
essential for producers when it comes to ensuring appropriate coverage for businesses that rely on rented
vehicles to operate. It also helps clarify the liability coverage needed for these situations, as the insurance policy
will provide protection when these hired autos are involved in an accident or incident while being used for
business purposes. The other symbols represent different categories of vehicles or uses, but Symbol 8 is
uniquely identified with hired autos, reflecting the importance of understanding each symbol’s specific
application in providing comprehensive coverage in commercial auto policies.
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5. Who is responsible for paying workers' compensation premiums?
A. Employees

B. Employer
C. Insurers

D. State government

The employer is responsible for paying workers’' compensation premiums because it is a statutory requirement
designed to protect employees who are injured or become ill due to work-related activities. The workers'
compensation system operates under the principle that employers should bear the financial responsibility for
workplace injuries, ensuring that employees receive necessary medical treatment and compensation for lost
wages without having to prove fault. This arrangement helps facilitate a safer work environment as employers
are incentivized to maintain safe working conditions to reduce their potential costs. Employees do not pay
these premiums directly, thus allowing them to receive benefits when needed without any financial burden
regarding the premium payments. Insurers provide the coverage and process claims but are not responsible for
payment; rather, they are compensated through the premiums paid by employers. The state government may
regulate the system, but it is ultimately the employer who is accountable for the premium costs.

6. How does the coverage differ between named insured and additional
insured?

A. Named insureds have no coverage; additional insureds have full coverage

B. Named insureds hold the main policy; additional insureds only have basic
rights
C. Named insureds can transfer the policy; additional insured cannot

D. There is no difference in coverage between them

The distinction between named insureds and additional insureds is crucial in understanding liability coverage in
insurance policies. Named insureds are the primary entities specified in the policy and hold the principal rights
and responsibilities under that policy. They enjoy full coverage as defined by the terms of the policy, which
includes the right to make decisions regarding the policy, such as policy alterations and termination. On the
other hand, additional insureds are typically entities or individuals added to the policy to provide them with some
degree of protection against specific liabilities arising from the named insured's operations or activities. While
additional insureds receive certain benefits of the policy, they do not possess the same level of rights as named
insureds. Their coverage is limited to what is outlined in the policy, which often only covers liability that may
arise from the actions of the named insured. This hierarchy of coverage rights is critical for understanding how
liability insurance functions in various scenarios, such as in contractual agreements where one party requires
the other to name them as an additional insured. Hence, the answer conveys that named insureds hold the
primary policy and its full benefits, while additional insureds receive only the coverage that the named insured
allows, typically limited to particular circumstances.
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7. Pure risk in insurance refers to what?

A. Possibility of gain or loss
B. Only the chance of loss

C. Guaranteed outcome of insurance claims
D. Potential for policy cancellation

Pure risk in the context of insurance specifically refers to situations that can only result in a loss or no loss;
there is no possibility of gain. This type of risk involves scenarios such as natural disasters, theft, and accidents,
where the outcomes are limited to either incurring a loss or nothing at all. Therefore, understanding pure risk is
crucial for insurers as it shapes the underwriting process, premium calculations, and overall risk management
strategies. In contrast, other options highlight aspects that do not fit the definition of pure risk. For instance, the
possibility of gain or loss describes speculative risk, which is not applicable in the context of pure risk. The
guaranteed outcome of insurance claims relates to the principles of insurance contracts, not the nature of risk
itself, while the potential for policy cancellation pertains to the administrative side of insurance, rather than the
inherent nature of risk in an insurance framework. Each of these options does not align with the strictly defined
parameters of pure risk.

8. What is a common limitation that additional insureds face?
A. They cannot file a claim
B. They receive less comprehensive coverage

C. They cannot be named as defendants in lawsuits
D. They must prove loss to gain coverage

An important aspect of additional insured status is that while these entities receive coverage under another
party's insurance policy, the coverage they receive is typically limited compared to the primary insured. This
limitation means that additional insureds may not have access to the full scope of protections available to the
primary insured. For example, the primary insured might have endorsements or more comprehensive liability
coverages that do not extend to additional insureds. This limitation is particularly relevant in liability insurance,
where additional insureds generally receive protection only for liabilities arising from the actions of the primary
insured. Understanding this distinction is crucial for all parties involved, as the extent of coverage dictates the
risk each party is willing to assume and manage. This nuanced coverage aspect can impact how claims are
handled and which parties are ultimately liable in a given situation.
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9. Which practice is considered defamation in the context of insurance?
A. Filing an insurance claim
B. Disclosing client information
C. Spreading false information about another party

D. Providing premium reports

Defamation in the context of insurance refers to spreading false information about another party. This practice
involves making untrue statements that can harm the reputation of an individual or an organization, which is
particularly significant within the insurance industry where trust and reliability are paramount. When someone
spreads false information, it can lead to significant consequences for the affected party, including damage to
their good name and potential financial damage. This is why the insurance industry takes allegations of
defamation seriously, as they can impact not just individual relationships, but also broader reputational trust in
the market. Filing an insurance claim is a legitimate act conducted within the framework of an insurance
contract and does not constitute defamation since it does not involve spreading false information. Disclosing
client information, while a potential violation of confidentiality or privacy standards, does not typically rise to the
level of defamation as it does not involve making false statements about another individual. Providing premium
reports is an administrative function that conveys factual data regarding insurance premiums and is not related
to defamation either.

10. How long must an original invoice be retained by an insurance company?
A. 3 years

B. 5 years
C. 7 years

D. 10 years

An insurance company is required to retain original invoices for a period of 5 years. This retention period is
typically based on regulatory standards intended to ensure adequate record-keeping for audit purposes and
compliance with various legal and financial guidelines. Keeping records for this length of time allows insurance
companies to maintain accurate financial records, respond to any inquiries or claims that may arise, and fulfill
obligations during regulatory inspections. The 5-year requirement facilitates a balance between the necessity
for accessible documentation and the practicality of storage. It enables insurers to manage their records without
the burden of keeping them indefinitely while still being compliant with industry standards and state regulations.
Such a framework supports proper accountability and transparency within the insurance sector.
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Next Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we'd love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:
https://njcasualtyinsurance.examzify.com

We wish you the very best on your exam journey. You've got this!
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